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NSC DETERMINATION NO. 3 


REPORT BY THE NATIONAL SECURITY COUNCIL 

on 

TRADE BETWEEN NORWAY AND THE SOVIET BLOC 
IN THE LIGHT OF SECTION 1302 OF THE THIRD 
SUPPLEMENTAL APPROPRIATION ACT. 1951 

I. Background 

Section 1302 of the Third Supplemental Appropriation Act, 
-*-951 (Public haw m- 5, approved June 2, 195l)» directs that no economic 
or financial assistance shall be provided to any foreign country 
which, after 15 days following the enactment of the Act, exports or 
knowingly permits the export of certain named categories of commodi- 
ties to the Soviet Bloc during any period in which the Armed Forces 
of the United States are actively engaged in hostilities in carrying 
out a decision of the Security Council of the United Nations. In 
order to be eligible for economic or financial assistance each 
country must certify that after the prescribed period it has not ex- 
ported or knowingly permitted the export of the prohibited items to 
the Soviet Bloc. 

2 * The Act requires that the Secretary of Defense certify to 
the Economic Cooperation Administrator a list of specified articles 
or commodities. The list in question was certified on June 5, 1951. 

3. The Act authorizes the National Security Council to make 
exceptions to the several provisions of Section 1302. Such except- 
ions are to be made only upon an official determination by the 
National Security Council that they are in the security interest of 
the United States. 

4. Norway received approximately $400 million under the EC A 
program through the fiscal year 1951. The foreign aid program for 
fiscal year 1952, currently before the Congress contemplates the 
continuance of economic and financial aid to Norway in support of 
its defense program. 

5. Norway continues to trade with the Soviet Bloc because of 
the importance of the goods which it obtains from the East. Exports 
to the Soviet Bloc ($2o million in 1950) consisted principally of 
fish and fish products which are not easily saleable in the West but 
which are important to the stability of a principal industry. With 
very few exceptions, Norwegian exports to the Bloc consisted of 
goods of little or no strategic significance. The export of alumi- 
num to the Soviet Bide in 1950 totaled some 5000 tons and was the 
principal bargaining item which enabled Norway to obtain needed 
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thSn r |Qnri r nnn the /. EaSt *4 ExP orts to Ghina were valued in 1950 at less 
than #900,000 and consisted primarily of pulp and paper. 

Rln „ return for its exports Norway received from the Soviet 

Bloc imports (valued at $39 million in 1950) consisting of a wide 
variety of commodities including a number, such as iron and steel 

s2c 1 ti?n ^ l?Op met n^ S, machi ? er y, of the kind referred to in ’ 
Section 1302, Of particular importance among the imports were a 

number the lack of which would cause serious difficulties to the • 
Norwegian economy . About 45 percent of Norway*s imports of bread 
f^^ n f h an q 2 ? Percent its total coal consumption were obtained 

H} e .? oviat B J 0 ?' 20 Percent of its manganese ore and 40 per- \ 

?hp i T, S , P c°H Pha 5 e ro S k (for fertilizer production) were obtained 
S ? venty Percent of its potash fertilizer was ob- ! 
tamed from Eastern Germany. 

hv iS 4< exporting to the Soviet Bloc materials certified” 

forth in SectioS 1302? 6 35 falllng within the categories set 

II. Problem 

v I n circumstances therefore the National Security Coun cil 
f?n*nM?-| faCe ? ? ith t t e choice of deciding that all economic^and 

^4- aS ^ istance to I " orwa y should be discontinued or of deciding 
£ at nn a ? to Norway should be continued in the security interest of g 

Section t 1302 tateS by granting an exception to the provisions of 

III. Discussion 

9. The maintenance of an independent, democratic Norway 

The^u™ J i! ned Wit * the „ U £ ted Sta tes is in our security iAterest. 
of economic and financial assistance to Norway is to 

naL he ff S and ability "to resist Communism and to partici- 

the No f th Atlantic Pact and the United Nations 

onli Securit ?* This P ur P° se is important to us not 

i l achieve maximum cooperation for the defense of the 
free world, but also because Norway occupies a highly strategic geo- 

the P world° Sitl ° n ^ possesses the third largest Merchant Marine^n 

warn }?‘ abandoned its traditional neutrality despite Soviet 

d ibs exposed geographic position. It has participated 
in a11 YY tual defense undertakings and has sincerely sup- 
oth^r d WAT 6 co °P e f ative efforts undertaken by the United States y and P 
NAT countries. This support is also indicated by the greatly 
increased defense program which has been undertaken by Norway in ac- 
cordance with the objectives of the North Atlantic Treaty! 
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11. Discontinutation of assistance would seriously hamper and 
delay Norway's defense effort. It would increase Norway's depend- 
ence upon Soviet Bloc supplies and might even necessitate increased 
exports to the Soviet Bloc. The abrupt change in the existing mutu- 
ally cooperative relationship which would be implicit in the dis- 
continuation of assistance, might seriously affect Norway's confi- 
dence in the United States and its objectives, a confidence which 
has been successfully established as a result of post-war United 
States policies and programs. 

12. Experience in negotiation of trade agreements between Norway < 

and the Soviet Bloc countries clearly indicates that the continued j 
receipt of important supplies such as bread grains, coal, manganese f 
and fertilizer, and indeed, the continuance of all trade relations 
between Norway and the Soviet Bloc depends upon Norway's willingness I 
to continue the export to the Soviet Bloc of the aluminum and other i 
such products, to a limited extent. Severance of Norway's trade with! 
the Soviet Bloc would cause serious economic difficulties, particu- ! 
larly in respect to the fishing industry as suggested above. It \ 

would create a situation also in which Norway would be forced to i 

turn to the free world for coal and grain which, in turn, would re- 
quire scarce shipping. Provision of products from the free world, 
moreover, would necessitate the provision of substantially increased 
dollar aid . _I|L_addition • th© . free- world, would lose th e manganese now 
being received,. Even with such adjustments the Norwegian economy 
would be impaired. f 


IV. Determination ^ 

13. The National Security Council, in view of the considerations 
in Section III determines that it would be to the security interest 
of the United States to make an exception from the provisions of 
Section 1302 for Norway. 

V. Instructions 

1^. The National Security Council directs its Special Committee 
on East-West Trade to: 

a. Continue its examination of trade between Norway 
and the Soviet Bloc; 

b. Continue to seek additional measures, consistent with 
over-all U. S. national security interests, for diminishing the 
flow of strategic commodities from Norway to the Soviet Bloc 
with a view to making appropriate recommendations to the 
National Security Council. 
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15 . The National Security Council directs its Executive Secre- 
tary to declassify this Council document. This declassified docu- 
ment will be submitted as a National Security Council report to the 
Committees in Congress named in Section 1302 together with the trade 
analysis called for by that Section. 
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Supplement to NSC Da termination Humber 3 Under Section 1302 
of the Third Supplemental Appropriation Act of 1951 

NORWAY 

Pacta on Trade Relations with the Soviet Bloc 

Bareort s ® Norway 8 s trade with the Soviet Bloc has traditionally constituted 
only a small percentage of its total trade,* Norway’s exports to the Soviet Bloc 
in 1950 totaled $26,353,700 or about 7 percent of its total exports® Preliminary 
figures for the first two months of 1951 show exports to the Soviet Bloc valued at 
$4,700,000, which was about on the same level as the comparable period in 1950® 
Assuming that trade with the Bloc is continuing in the same pattern as in recent 
months, Norwegian exports include some items of the type certified by the Secretary 
of Defense®. 

Norway’s principal exports to the Soviet Bloc in 1950 were fish and fish 
products (primarily salted and frozen herring) and marine oils and fats (whale 
and herring oils and fats)® These marine products made up almost 65 percent of 
total exports to the Soviet Bloc® The balance of the exports included rayon staple 
fiber,, iron ore, pyrites, ferro-alloys* and aluminum® Shipping services to the 
Bloc are of considerable importance* although, no figures are available® 

Norwegian exports of coramodities of the type subject to TJoS® export licensing 
were largely composed of raw ©r semi -processed materials® Goods in this category 
totaled an estimated $6,000,000, which represented 25 percent of Norway’s total ex- 
ports to the Soviet Bloc® Principal items shipped in 1950 included almi.Jwm 
(5,000 tons), iron pyrites (113,000 tons), ferro-alloys ($450,000), grinding wheels 
and discs ($200,000), pig iron (3,000 tons), and iron, ore (85,000 tons)® Yery minor 
quantities of carbides were shipped comprising 75 tons of silicon carbide and 600 
tons of calcium carbide® 

Imports ® Norway’s imports from the Soviet Bloc in 1950 totaled $39,439,000 

or about 6 percent of total Norwegian imports® Preliminary figures for the first two 
months of 1951 show an import of $6 500,000, which represents a 15 percent over the 
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corresponding period In 1350- 

loodstuffs and raw materials make up the hoik of Norway 1 s imports from the 
Soviet Bloc. Haring 1950 major items include 145,000 tons of tread grains (71,000 
tons wheat and 74,000 tons of rye), 514,000 tons of coal, and 31,000 tons of 
manganese ore. Other commodities of importance include machinery, fertilisers, and 
iron and steel products. Imports of commodities of the type subject toU.S. e»- 

port licensing totaled approximately $6,153,000. 

Methods of Trading . Horway” « trade with Poland, OseehosleTakia, and Hungary 
Is governed by bi-lateral trade agreements negotiated In 1950. The agreement with 
Czechoslovakia expires September 30, 1961, with Hungary January 31, 1953, and with 
Poland June 30, 1951. Except for the three year wheat agreement expiring Decem- 
ber 31, 1951 (the exchange of grain for aluminum and herring), trade with the 
Soviet Union proceeded on a barter basis in 1950 due to failure to tdgn a yearly 
commodity agreement as provided for la the over-all trad® and payments agreement 
of 1946. Trad® with Rumania, Bulgaria and Albania has been negligible and is not 
governed by any agreements. Exports to China In 1950 totaled less than $800,000 

and were largely composed of paper products. 

Both grain and coal, the moat important imports from the Soviet Bloc, are 

imported into- Horway by State Monopolies. 

Control a Cfvay g p p.de . Horwegian trad® controls have been in effect since 
1.946 arff were made necessary by the sever® deficit in the balance of payments. 

All imports and exports have been subject to licensing control and exchange con- 
trols. This system hag continued to date modified only by the automatic granting 
of licenses where the OEEC free lists applied.. At present, all trade with the 
Soviet Bloc is subject to licensing and financial controls. 

The licensing authorities using existing powers can prevent the export of 


any item for security reasons. 
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feeds which are to pass through the territory of Norway may he re-exported 
without an export license if it is clearly stated by their conveying documents 
that they are going straight to a foreign destination, and the re-export must 
take place within 90 dayso The goods may not he transformed in any way daring 
their stay in the count ry<> The customs applies a control to that effect 0 

Analysis of Relative Economies Advantage from Trade with the Bloc 

An examination of Norway 9 s exports to the Bloc reveals that Norway is 
able to dispose ef large amounts of surplus consumer goods such as salted 
herring and marine oils and fats for which ah® receives, in turn, articles of 
importance t© her eeonomy 0 About 80 percent of Norway 9 § export of salted and 
fro sen herring is shipped to the Sasto Since the fishing industry provides a 
livelihood for an important segment of the population, any serious disruption, 
of the herring industry would have a damaging effect on the entire economy, 

A comparison ©f Norway 9 s imports from and exports to the Bloe of commodi- 
ties of the type subject to TJ 0 So export licensing indicates that- Norway received 
a total of goods approximately equal in value to what she shipped,. In 
addition to the commodities referred to in the comparison above, Norway re- 
ceived from the Bloe coal and grain valued at $18 9 143 a 000„ Tims the cost of 
the grain and coal wag covered primarily by the sale of fish and marine oils 
and fats, an exchange greatly to the advantage of the Norwegian economy 0 

In total, Norway 0 s exports to the Bloc are small and with the exception of 
herring pose no serious problem la marketing els@whe:;-8o However, fcy the export 
of a relatively large proportion of consumer-type goods, Norway receives in turn 
certain commodities the lack of whi eh would cause serious difficulties to the 
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Norwegian economy « In this connection grain and coal are the most not ©worthy 0 
4 <i percent of Norway c s bread grain needs are applied by the East and 25 percent 
of its coal requirement s 0 About 20 percent of its manganese ore about 40 
percent of its phosphate rock (for fertilizer production) is obtained from the 
tJcSoScRc Norway gets from Eastern Germany about 70 percent of its potash ferti- 
lizer^ and of major importance to the Norwegian paper industry is the 2 f 000 tons 
of glacuber salt (17 percent total requirement) gotten from Eastern Germany < 

jt: balance;, Norway 0 s trade with the Bloc provides the West with a clear net 
advantage in terms of the exchange of fish s oils and £&ta 0 and a relatively smal l 
percentage of strategic goods for material® important to the maintenance of the 
Norwegian economy <, 

Alt ernati^e§_t.o_Tra de with the Bloc . Norway in the present world 
situation could in all. likelihood find alternate markets for most products now 
shipped to the Bloc 0 Herring remains an .Important exception, There is little 


chance of expanding markets in the West although removal of present import 


restrictions on Norwegian herring by certain West Baropean countries might aliewi- 
ate the situation to some sligit extent e It would not be poaethi© to utilise the 
excess herring in the oil and meal, processing industries beowwae their Capacity is 
already fully taken up* 

In finding alternative sources of supply for ooaX r grain and manganese o 


or© 


two difficulties are present,, Assuming that these items could be provided by the 
West,, the long hauls necessary would require considerable shipping space, Ships 
now used in the Baltic coal trade are not of the type which could be transferred 
to the transatlantic haulo The purchases would also require dollar expenditures 

which would add to the already existing imbalance in the Norwegian balance of pay- 
ment So 


/ 4 33^8 
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S3. ace the conclusion of World War II Iforwey has boon experiencing large 
deficits in her balance of payment g, Such, deficits have chiefly been met by the 
us® of tCk funds* Any shift to the TJ.f*. as a source of supply for grain and coal 
would necessitate a sizeable increase in dollar aid. Only a small proportion of 
the goods now sold to the Bloc could be sold for dollars (principally aluminum 
and ferro-alloys) . 
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